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Plant and Equipment Expenditures,
the Four Quarters of 1980

BUSIZ\'EEE& plans to spend $192.5
billion for new plant and equipment in
1980, 8.7 percent more than in 1978
(table 5 and chart 6), according to the
BEA quarterly survey conducted in
late July and August.! This inerease is
smaller than the 9.9 percent reported
in June and 11.1 percent reported in
March, Spending in 1979 was §177.1
billion, 15.1 percent more than in 1978.

The capital spending fgures {from
the survey are not adjusted for price
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L. Plans have boen adjusted for biases (tablo 5, fostnote ).
The sdfustments were ealoylided for each industry, Before
adjustment, plans for 1950 were 30088 billlon for roanulse-
turing and &30 bhillion for nonmanofactardng, ‘The met
eflect of the adjustments wos to lower munulscturing §2,08
billion and nonmanutzeturing, S8 hilkon,

Table l.—Expenditures for New Plant and

Equipment by 1.5, Business: Percent
Change from Preceding Year
1650 Flanned na
1878 reqoorted In: ¥
Actual
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1. Burveys nen condostod in the month priar ta the manth
In whieh figures are reporied,
2, Includes industries not shown soparately.

change. The quarterly surveys collect
only current-dollar data, and little
information is available on business
expectations for capital goods prices or
on the extent to which they are reflected
in the plans. The implicit price de-
flator for nonresidential fixed invest-
ment in the national income and prod-
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Starts and Carryover of Investment
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et accounts rose at an onnual rota
of about 9% percent in the first half
of 1980. With similer price increases in
the zecond half, the yesr-overyear
incrense in the deflator would be 9 per-
cent, If spending plans reflect such an
increasa in cepitnl poolds prices, thay
indicate n very slicht decline—less
than one-hall of 1 percent—in real
spending this yeor, In 1979, real spend-
ing increased & percent, based on od-
justmaent of the survey date with the
implicit deflntor,

The dewnward revision in 1950
spending programs from June to
September was 1.1 percent snd was in
nonmanufacturing ol durable goods
mannfneturing induséries. In nonmanu-
Tacturing, devnward revisions ocewrrsd
in the “other transportation,” ai- trans-
portation, gos utilities, communications,
end “commereinl and other” groups;
these revisions more thon offeet upward
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revisions for mining and railrond firms.
In durgble goods manufectwing, the
largest downward revisions were in
motoy wehicles, iron and steel, aivernfi
and “other durables” industries. In
nondurables, downwmd revisions in
food-bevernge, textiles, rubber, auid
gther nondurnbles” were offset by
upward revisions in chemicals and
petrelenm. Tha revisions were in the
second half of the year: Third-quarter
plans are 2 percent lower than those
reported in June ond fourth-quarter
plans nre 3 percent lower. Actusl
spending in the second quarter was 1%
percent higher than plonned,

The successive dovwnward revisions in
1980 capital spending plans nre not
uncxpeeted in view of the rapid deteri-
orntion In econcmic conditions in the
spring and summer. Similor revisions in
plans have accurred in ather periods of
recession or slowing economic growth,

Heptember 1980

.., in 1975, 1970, 1967, and 1960. The
plans for the rest of the year and other
available indicators of future invest-
ment netivity supgest that investment
is likely ta be sluggish in the nenx
term. Capital sppropriations in manu-
froturmg end new ordera for nondefense
enpital goods declined shorply in the
second quarter. From Marsh to June,
BEA's index of manuineturing eaparcity
oncd {he proportion of manuvincturers
reporting a need for more sapacity de-
clinad sharply, ofter moderats but
steady deolines during the preceding
yenr.

Spending in tha second guarter in-
crensed 1.3 percent, to an snnusl rals
of $193.9 hillion, following « 2 4-percant
increase in the first quarter, A 1.4
percent dacline is planned for the third
quorter, and o 1.0 parcent incrense Tor
the fourth.

Tablp 2—Starts and Carerover of Flant and Equipment Projects, Moonfoeturing xnd Puablie Urilivies
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Manufacturers' Evaluation of Plant and
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Table 3, —Manufacturers’ Capacity Utilization Rates: Operating Rates and Ratios of Operating to Preferred Rates !
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Manufacturing Programs

Spending by manufacturers incrensed
1% percent in the seeond guarter,
following & 2X-percent incrense in the
first. A 14-percemt decrasze iz planned
in the third quarter and o 2-percent in-
erease in the fourth. The second-
quorter inerense was in hoth the dur-
ables and pendurebles industry proups,
1 percent and 2 pereent, respectively.
In tha third quarier, the planned
deerease is more than aceounted for by
durables, where o 8-pereent derrease iz
widespreacl among the durables indus-
tries. Nondurablas plan a 2-percent
incresse. In the fourth quarter, an in-
cvense of ‘2 percent is planned in dur-
ables, primmily ieflecting atrong in-
crenses in the machinery imdustries;
nondurables plan o 1-percent increass.

For the year 1980, manufscturers
plan & IZ-pereent incraasa, compared
with an setual increase of 16X percent
in 1070, For durables, the plunned in-
crense is smnller then last year's—9
percent compored with 21 percent; for
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nondurables, tha plnnned incresse is
slightly largrer than last year's—14 per-
cant compared with 13 percent. In
durables, the largest plonned increnses
ore in aiern(é, 26 percent; electrienl
machinery, 17 percent; nonferrous
matals, 16} pereent; nnd iron and steel,
13 pareent. In nondurables, the largest
plannad inerenses for 1880 are in paper,
24 percent; petroleum, 10% percent;
and chemicols, 14 percent. Most of the
othar mapnfacturing industriez plan
small increnses. The only decreases
planned are by stone-cloy-glass, 5%
percent, and rubber, 13% percant.
Manufacturing projects started in the
second quarter of 1980 totaled $23.2
billion, 9 parcent iess than in tha first
gquarter (tabla 2 nod chart 7). The
dechine was primoerily in durables; the
largest daclines were in primary metals,
nonelesirical machipery, and stone-
clny~ghass. In nondurables, o sizable
decline in chemicnls was largely offset
by an ineresse in petroleum. Carry-
over of projects incrensed. At the end
of June, it totaled $623 billion, $1
billion more thon a6 the end of March.

Table 4. —Manufactnrers® Evaluation of Thelr Moot and Equipment Facilitles!
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Capeeity utilization

The utilization of menufacturing
capacity was 76 percent in June (table 3
pnd chart 8), dewn 4 points from
March: the June rote is & points below
the March 1979 rate and iz the lowast
rate pinee the rscession trouph of 75
percent in June 1975,

The eharp drop in the utilization rate
from March to Juns reflected wida-
sprand daclines nmong the manufactm-
ing industriag, but woes most pronouncad
for primery metals and motar vehicle .
producers; primory metals deelined 13
poinis to 60 percent nnd motor vehicles,
10 points to 60 percant. Eubber detlined
7 points to 65 pereent, and chemicals, 6 °
points to 76 parcent. Electrical machin- ¢
ory nnd stone-clay-glass ench dechined 4
points, to 78 pereent and 71 percend,
respectively. (ther industries with tha
axception of food-beverage reported
smelier deimes. Food-bevernge remainad
at 77 percent.

Primary-processed goods industries
reported o ntilization rate of 75 pereent X
in June, o $~point decline from March, "
Advanced-procsssed goods industries 1
repurted 76 pertent, & 4-point decline. |

The utilization rate reported by
lorgs firms for June wos 97 parcent, § {
points below March. The rate for g
medinm-zizad firms declined 2 points to 1
77 percent, snd small-sized firms da-;

cliped 4 points to 70 percent.

Manufacturing companies reported o .
significant decline in the need for mere
plant and equipment focilities (table 4
and chart 8). Companies owning 30
pereent of pross eopital nssets in|
manufacturing reported that they:
needed more facilities as of June 30;°
this percentage was down 4 points from
March 31. The “more nesded” percent-
nge declined for both durable and noo-
dureble goods industries, but the decline :
wos more promounced for durables.
Facilities viewed us about adequate,
remained at 0 percent of manufac-’
turers’ fixed assets. Companies Teport-
ipg incilitiss in exeess of mneeds
accounted for 10 pervent of fixed;
assets s of June 30, compared with 8%
percent ns of March 31.
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Nonmanufacturing Programs

Spending by nonmanufacturing in~
duatries imcreased 1 percent in the
corond guurter, to o seasonally adjusted
annuel tete of $105.1 billion, {ollowing
o 2-percent incresse in the first quarter.
Air trangportetion, mining, and com-
mercial firms reported sizable second-
quorter increnses. A 1-percent decline

SURVEY OF CURRENT BUSINESS

is planned in the third guarter cod an
incrense of onesholf of 1 percent is
planned iz the fourth.

Far the year 1980, apending pluns in
nonmoepufacturing show a 6%-percent
incrensze, compesad with an aotunl ine
erense of 14 percent in 1979, The largest
inctreases are in mining, 154 percent,
and air tronsportation, 13 percent.
Above-nverage increases ore also
plonned by commercinl firms, 10 per-

23

cent; gas nkilities, 8% percent; raflroads,
8 percent; and ecommunications, Tk
percent. FElactrie utilities plan a 1-
percent decline and *“other freneporta-
tion" firme, o 4-parcent decline.

Sfarts of new projects by public
utilities totaled $13.4 billion I the
second quarber, compared with $12.2
hillion in the first, Carryover totaled
$12).5 billion ot the end of June, $5.1
billion higher than ot the end of March.

Table 5. —Dxpenditures for New Moot and Eqniprent by 1.5, Business?
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